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Key Judgments
Information avallable
as of 25 July 1989

was used in this report.

USSR: Redefining the Party’s
Role in the Economy * ~

Reduced party control of the economy, a key clement of Gorbachev's
strategy for economic reform, has not proceeded very far, and it is doubtful
that Gorbachev will make much progress during the next two to three
years. Gorbachev has argued that a highly centralized authoritarian and
interventionist political system is incompatible with decentralized economic
decision making, cfficiency, innovation, and initiative from below. In .
sccking to reduce party control, he has taken on & monumental task that
angers party officials who belicve the party's political power derives from
control of the economy and see a major threat to their own personal status
and privileges. : »

Gorbachev's vision is to refocus the party’s role away from operational
coonomic management to “political leadership” functions, which include
formulating broad policies, carrying out grassroots political work to
promote these policies, recommending candidates for important posts in the
cconomy and government apparatus, and preventing ministry officials from
undermining reform. But, while Gorbachev has touted the importance of
this strategic role, he has been vague as to how the party can provide
overall guidance if it lacks administrative clout to ensure compliance.

We believe a sizable reduction in the party's role during the next two to
three years would produce serious cconomic disruption. Over the long term,
however, the impact of a significantly reduced party role in the cconomy
would be positive if the transition took place in a stable political environ-
ment and was accompanied by the devclopment of competitive markets.
Thus far, Gorbachev has:

* Completed a reorganization of the entire party apparatus, climinating
most party departments responstble for specific economic sectors and
replacing them with consotlidated socioeconomic departments intended to
focus on broad economic strategy.

« Implemented personnel cuts in the apparatus intended to limit its
capability to micromanage the cconomy. We estimate, however, that only
about 6 percent of the approximately 125,000 full-time party jobs have
been cut, leaving the party with a base for continued detailed supervision
of the economy.

it




« Sought to expand the role of state representative legislative bodies
(sovicts) and given the Supreme Soviet the authority to pass legislation on
~ a wide range of eoconomic matters.

« Weakened the party’s role in staffing key cconomic positions by increas-
ing the voice of the Supreme Sovict in appointing government ministers
and by giving worker collectives some voice in the selection of factory
managers. '

e Proposed combining the posts of party committee first secretary and
soviet chairman, probably with the intention of making local party bosses
accountable to some degree to elective legislative bodies, although this
move could have the opposite cffect of enabling party bosses to continue
to dominate the sovicts

Resistance to Gorbachev's initiatives to reducs the party’s role is formida-
ble at all levels of the apparatus. Orthodox Soviet leaders—including party
secretary Ligachev—have cautioned against party organizations abandon-
ing their cconomic functions. At the same time, local party bosses resent
being told to reduce their oversight while they continue to be held

responsible by higher party officials for the economic performance of their
territorics. ©~

‘We believe Gorbachev will probably decide to case his push at feast
temporarily rather than risk a political showdown with the party apparatus.
An added argument for this course is that it avoids economic disruptions
that would result from reducing the party’s administrative control before
the introduction of key economic reforms that have been put on hold while
the leadership grapples with inflation and consumer distress. The danger of
this delay for Gorbachev is that it would give the apparatus additional time
to seek to undercut his entire reform program. But this risk can be
diminished if he maintains some of the reform momentum by laying the
groundwork for a rencwed cffort to reduce the party’s role in the economy
as part of an overall push to move ahead with economic reform during the
early 1990s. '

Key indicators of progress for Gorbachev's program would include:

» Deeper cuts in the party apparatus—climinating personnel in the city
and rayon party organizations, which constitute the bulk of the
apparatus.

« Implementation of measures that will increase the public accountability
of local party bosses and thereby reduce their power.

« Reduced responsibility of party. officials for area plan fulfillment
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We believe that reducing the party's economic role would inevitably result
in a reduction of its power and prestige, particularly at the local level. This
has been the case in Hungary, where the process of reducing the party’s in-
volvement in the economy over the past two decades has made the party in-
creasingly irrelevant. B

The implications for the economy of a reduction in the party’s role would

_probably be positive to the extent that it is accompanied by the introduc-

tion of market forces. The Chinese reform experience, however, suggests
that such benefits would be substantially reduced if the local soviets
become substitutes for Moscow-based ministries without the discipline of

~ the market. -

The role the CPSU plays in the economy will depend o the party’s ability
to maintain legitimacy and cohesion during a period of political and social
turmoil. It will also be strongly affected by the fate of Gorbachev's overall
cffort to open up the political system without relinquishing the CPSU's
position as the dominant political institution.

3



Contents
Page

Key Judgments iii
Scope Note ix

Introduction 1

Party’s Traditional Role 2

Higher Party Organizations 3

Republic Party Organizations 5

Local Party .Orzanimﬁons 5

Primary Party Organizations 6

- Gorbachev's Strategy 6

Reducing the Structure 1

Transferring Responsibilities 7

) The Party’s New Role in the Economy 9
First Results 12
Obstacles 13
Outlook 15

Appendixes

“A. Role of Local Party Organizations in the Economy 19
B. Reducing the Party’s Role in Other Communist Countries 23

Reverse Blank

vii ~Sexret-




")

Thls asscssment cxamines the purposc content, prospects, and implications
of Gorbachev's struggle to reduce party control of the coonomy as a means
of stimulating the initative and innovation he considers necessary to
reinvigorate the Sovict economy. It explores the party’s traditional role in
the cconomy to provide a bascline for assessing Gorbachev's progress and
draws on the cflorts of other Communist regimes to reduce the party’s role.
The assasmdnt builds on two earlier Research Papers, SOV 89-10052X
L 2, Junc 1989, Gorbachev's Reorganization of the Party:
Breaking the Stranglehold of the Apparatus, which deals with the
reorganization of the main bodies of the Communist Party of the Sovict
Union (CPSU), including the Central Committee Secretariat and depart-
ments, arid SOV 89-10024X L ’ <7, March 1989,
Gorbachev'’s Reform of State Institutions: Toward a Parliamentary
System?, which assessed the attempt to shift some party functions and
power to state institutions. A forthcoming paper on democratization in the
workplace will evaluate Gorbachev's cfforts to modify the party’s control of
key personnel decisions.




USSR: Redefining the Party’s
Role in the Economy

Introduction

A key clement of Mikhail Gorbachev’s strategy for
implementing economic reform to promote manageri-
al independence and responsibility has been his at-
tempt to redefine and reduce the roles of both the
government burcaucracy and the party. He began his
assault on the central ministries first—with the June
1987 Central Committee plenum that approved
guidelines for economic reform—and has pursued it
vigorously, culminating in the major reorganization
unvcdod at the Junc 1989 Supreme Sovict session.

=

Gorbachev soon extended his restructuring to the
party, realizing that a highly centralized, authoritar-
ian, and interventionist political system was incompat-
ible with the effort to decentralize economic decision
making and stimulate cfficiency, innovation, and ini-
tiative from bclow In a spec=h to Leningrad party
officials in October 1987, Gorbachcv mllcd attention
to this problem: '

We have long been saying, fustly. that it is time

-for party afficials to stop taking the place of
economlc managers and intervening in everyday
production activity . . . [however] in real life . . .
we went along the path of command rethods
and administrative methods—in other words,
along the path of party pressure . ... Now that
we are mastering and implementing a reform
and mastering new methods of economic man-
agemen, it Is necessary at the same time to
restructure the methods of party work inthe
sphere of the economy, too

The Party’s Traditional Role

Since the dawn of Sovict power, control over the
cconomy has been a key part of the CPSU’s raison
d'ctre. One of the fundamental tencts of Marxist
ideology is that political power is dependent on control

of the means of production and distribution. Soviet
historical experiences, at least until recently, have
reinforeed this ideological orientation. 7~

When Lenin relaxed central control over the economy
with the New Economic Policy (NEP) in 1921, he and
other party leaders viewed this policy as a temporary
tactical retreat necessitated by the new regime's
inability to organize economic production in the face
of widespread peasant resistance. The unleashing of

" market forces under NEP stimulated the cconomy,

but the NEP period caused Communist elites to fear
that the pcasants’ growing economic independence
would place ever sharper limits on the party’s freedom
of mancuver, constraining its ability to move ahead
with rapid industrialization and the building of
strong Soviet state. By the late 1920s increasing
numbers of Communists belicved that only the impo-
sition of central party control over agricultural pro-
duction would enable the party to cstablish political
hegemony in the countryside, essential to the survival
and expansion of its power

Stalin cut the Gordian knot by massive repression,
forcing on the country a command system in which
the interests of the population were subordinated to
the prioritics of the Communist regime. However
much Communist clites in the Khrushchev and
Brezhnev cras regretted the viotent “cxcesses™ with
which Stalin achieved his ebjectives, they generally
attributed the USSR’s rise as a world power and the
CPSU's consolidation of power internally to his cre-
ation of a planned economy in which economic deci-
sions arc made administratively and remain under the
supervision of the party (sce inset).

Belief in the linkage between political power and
control over the economy has bee:. a driving force
affecting party officials” perceptions not only of the
rcgime’s interests, but also of their own personal




Actions by Khrushchev and Brezhnev To Streagthen
the Party's Role in the Economy

As their predecessors had done, Khrushchev and
Brezhnev pald lipservice to the notion that the party
was to concentrate on political and ideological lead-
ership, supervising all other organizations but not
interfering too much in economic management. In
practice, however, they encouraged heavyharded in-
volvement in -economic matiers by party officials.

Khrushchev actively pursued measures intended to
intens{fy the Involvement of party officials in econom-
ic matters:

* In 1957 he engineered a massive shift of power from
the Moscow-b-sed ministries to approximately 100
regional economic councils (sovnarkhozy), which,
under the supervision of republic-level branches of
the State Planning Committee (Gosplan) directly
controlled major enterprises in their territories.
Until it was largely undane between {960 and 1962,
the reorganization extended the power and respon-
sibility of republic and obkom first secretaries.

In 1962 Khrushchev directed the splitting in two of
over half the obkoms so that (n a given region there
would be one party committee for industry and one
for agriculture. The move, reversed soon after

Khrushchev's ouster, appeared intended in part to
reduce the powers of individual party bosses who
‘cont-olled all spheres within their oblasts, but it
also was defended on the grounds that it would
Jactlitate detalled Intervention in the economy by
the party ’

Brezhnev also sought to strengthen the party’s role in
economic management:

« Beginning in the mid-1960s, he emphasized the
need for lntervention by party officials to break
through bureaucratic inertia. In the 1970s he
pushed for measures intended to give party officials
greater control over planning at the national and
local level.

In a recent letter 1o Kommunist, a sector chief at
the Institute of the History of the Party attached to
the Belorussian Central Committee asserted that
during the 19705 and 1980s the ranks of the party
apparatus had swelled. He noted that since 1965

the number of “responsible workers™ attached to
the Belorusstan Republic Central Committee has
grown by roughly 50 percent, from 159 to 240.

interests.' They have traditionally belicved that their
personal power and privilege (0 a considerable extent
flow from their rolc in the cconomy. tn a recent article
in Pravda, a correspondent gssérlcd that many party
officials arc “"loath to give up [cconomic] functious
ihat arc not their own for fcar of losing power.”
Morcover, those who devote much of their time to

“ln this assessment “panty officials™ include those people who work
o0 the party apparatus and arc commonly cclerred to by Sovicts as
“responiible workers,” including party committce sccrctarics, de-
saniment and sector heads aad their deputics, as well as party
vemmuttce staflees (so—called instructors). and certain other profcs-
sienale who work for the apparatus on an ad hoc basis. It cxcludes

“technical workers"—guards. messengers. sccretarics. and so lorth.

cconomic matters believe that their skills and experi-
cnce are not transferable. Ina May 1988 interview
with an [walian newspaper, historian Yevgeniy
Ambartsumov asscrted that “when many party lecad-
crs lose their nght to issuc orders [to economic
managccs] they losc their raison d'ctre.” According to
Sovict cconomist Gavriil Popov, editor of Voprosy
ckonomiki, local party officials sometimes view aban-
donment of their traditional rolc in the cconomy “as a
dcath blow to their former skills and cxpericnce.”




Senior party leaders have almost always had training
in an cconomics specialty and acquired experience
with economic matters through years spent at the
local party level. Gorbacheyv, for example, acquired a
degree in agriculture and dealt heavily with that
scctor while a party official in Stavropol®. According
to a recent poll of 487 first secretaries of city and
rayon party committecs published in Voprosy istorii
KPSS, 84 percent of the respondents had received
their higher educational training in an economics
specialty. In a January 1983 Pravda article, the
Minister of Construction in'the Urals and West
Siberia complained that his enterprises had a “partic-
ularly hard time”™ with party intervention because the

“oblast party committee secretaries are [often]) formcr
construction workers.” The so-called instructors who '
perform the operational work of party committee
departments invariably have also had technical back-
grounds. A recent Sovetskaya Rossiya ‘article noted
that “today’s instructors [were] yesterday's enterprise
directors, engineers, agronomists, [and] livestock spe-
cialists.”

Party officials traditionally have been held account-
able for their areas’ socioeconomic development and
specifically for the fulfillment of planned production
targets. Under Gorbachev this responsibility has ~on-
tinued. In an April 1988 issue of Sovetskaya Rossiya,
a primary party organization (PPO) sccretary said
that it was “understandable why local party organiza-
tions take on economic affairs {since] higher party
organizations ask for production indicators more
sternly from party committee secretaries than enter-
prisc directors.” An August 1987 Pravda editorial
asscrted that the rayon party committee first secre-
tary “cannot hide [from economic matters because] he
is answerable for everything.”

The party’s tight control over the economy is reflected
in its organizational structure and respoasibilities at
all levels:

 Higher party organizations (Politburo and CPSU
Central Committec Sccretariat) have formulated
national economic policics that have relicd heavily

on administrative intervention to ensurc impicmen-
tation. They have been supported by a large staff,
divided into departments, roughly half of which,

- until reforms by Gorbachev, were focused on the

. coonomy.

Local party organizations, along with their counter-
parts in the ministerial burcaucracy, have overseen
implementation of economic policy, involving them-
sclves in the operational details of enterprises and
especially farms in their territories.?

* PPOs, the building blocks of the party apparatus,
have been established in virtually every workplacc
as its on-site representatives

Higher Party Organizatioas

At the top, the Politburo is responsible for formulat-
ing national cconomic strategy and has relied heavi-
ly on administrative levers—such as annual, five-
ycar and long-term plans—to ensure
implementation. These plans, elaborated by the
governmental burcaucracy, have ultimately deter-
mined operational details for cach enterprise and
farm, including type and quantity of output, wage
policy, and choice of business partners. The Politbu-
ro bas alse reached directly into economic matters
that in Western countries are usually handled by
local business or government officials. For example,
during 1987 and 1988 the Politburo made decisions
regarding preparations for the harvest, plans for
building a railway in the Caucasus, better use of
natural resources in Murmansk, and restoration of
tca plantations.

* In this assessment “local party organizations™ include the party's
14 republic central committees, 157 oblast party committees (ob-
koms), 898 city party committees (gockoms), and 3,539 rayon party
committees (raykoms). Each committee, with a few exocptions,
oversees the party and state organizations Jocated within the
specific territorial subdivision from which it takes its name. [n
descending order, the subdivisions are the republic, the region
(oblast), the city, and the district (rayon)



The party's executive arm, the CPSU Central Com-
miltec Sceretariat, has reinforced the reliance on tight
central coatrol over economic activity. It has con-
trolled the appointment of individuals to important
local party organization posts, all ministry positions at
the national level, and managerial positions in key
factories. It has also prepared draft decisions for the
Politburo and closely overseen the implementation of
policics by government institutions and local party
organizations.[__

| -2

said that in 1987 department officials made 240 trips
to local party organizations, plants, and institutes to
check the progress of various measures. Also, in
August 1986 the Sccretariat summoned enterprisc
directors to Moscow for a review of their efforts o
improve labor productivity on construction projects.

The Politburo and Secretariat have been able to rely
on a CPSU Central Committee staff that itt Septem-
ber 1988 totaled 1,940 party officials, according to a
Gorbachev letter in fzvestiya - TsK KPSS. During
most of Saviet history, that stafl has been spread over
2 number of departments (otdely) that together moni-
tored and supervised the national-level ministries and
state committees of the government bureaucracy re-
sponsible for the economy, as well as other national-
level organizations. From the carly 1960s to the cnd
of 1988 there had been 20 or so departments, roughly
10 of which shared the bulk of responsibility for the
cconomy.

Republic Party Organizstions

Although classificd as “local party organizations,”
rcpublic central committees in large republics—in-
“tuding the Ukrainian, Kazakh, and Uzbck—with
mzany obkoms and complex cconomics, probably func-
wton more like higher party organizations in dealing
with cconomic matters. In the Ukraintan SSR. for
zxample, the republic party tcadership oversces doz-
zns of republic ministrics based in Kiev. [t presum-
«bly spends much of its time defining policy guide-
incs for these ministrics, monitoring their ,
:mplementation, and controlling the sclection of per-
onnct for imporiant ministerial posts. In contrast to
sepublic party organizations in smallee republics, the

i

Ukrainian party central committee probably spends
less time involving itsclf directly in matters at the
caterprise or farm level. * ’

Local Party Organizations

As key overseers of the implementation of national
policics, local party officials have for decades been
deeply involved in the affairs of all cconomic sectors
in their arcas (sec inset). The intensity of this involve-
ment appears to have continued under Gorbachev:

« According to the recent poll of gorkom and raykom
first sccretaries published in Voprosy istorii KPSS.
80 percent of the raykom first secrétarics who
rcspondoc‘l indicated that they regularly intervened
in the aflairs of enterprises and farms.

In.an October 1988 conversation[ )
- a government ofﬁcialc
).noted that local party officials continued to
interfcre in “many™ local enterprises.

« According to an article in the Scptember 1987
Seriya ekognomika i prikladnaya sotsiologiya. a poll
of farm managers in a rural raykom in Saratov
found that 77 percent of the respondents noted the
interference of their raykom first secretarics in
deciding routinc cconomic issues. '

Local party officials appear to have been more heavily
involved in agriculture than in-industry because of the
party’s special concern for controlling this scctor.
Party officials have recognized that implementation
of the decades-old policy of cxploiting the rural
population—in cffect, providing lower pay for peas-
ants than for industrial labor—rcquires tighter ad-
ministrative control. They have been awarc that foed
shortages are morc likely to result in public unrest
than dchcits of industrial products and that farms can
divert their produce for the use of their own membcrs
morc castly than industrial enterprises whosc ouvtput is
of little direct usc 10 the workers. Also, agriculturce is
morc susccplible to crises because of the vaparies of
the weather :
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A Tradition of Party Economic Involvement

Excerpts from a recent fictional dlalogue between two
party afficials, by Sovlet reform economlst,and
Gorbachev adviser Fedor Burlatskly, underscore the
tradition of party involvement (n the economy:

Shirokov (newly elected obkom first secretary):

It is necessary to put an cad to extraordinary
methods, orders, instructions, and downright
burcaucratic administration. People were sum-
moned to obkom burcau sessions and carpeted—
and hcadway had been made. . .. That is how it
was for many years, for many decades. Maybe
there was no other way. Times were extraordi-
nary—the civil war, thea industrialization by
extraordinary methods, the same with collectiv-
ization, and finally the great patriotic war—
cverything was at stake. Much time has passed,
but wé still have not gotten rid of these extraor-
dinary measures. Sowing campaigns, harvest
campaigns, students, school pupils, and scicn-
tists in the fields, rush work at enterprises in the
last 10 days of the month, permancnt toil as
regards supplics and pledge fulfillment. .. . How
can you force anyonc to invent more, to think
better, to work more cfficiently? ... You want
to personally tcll people everything: How to
work, how much to carn, where to live .. . what
do you call this? =~

Streshnev (the afficial Shirokov Is replacing):

I find all this strange. I'm not used to it. Maybe
I really have bocome a stick-in-the-mud in some
respects, maybe [ have become bogged down in
petty routine, in resolutions, in speechifying.
The grain plan, the mcat plan, refrigerators,
ccment. You have to make time for everything.
You know, there is no time for reflection: Every-
thing must get donc on time

Local party officials apparcaty bave been held more
acoountable for the agricultural performance of their
territodies than for industrial performance. A recent
study of letters to Ekonomicheskaya gazeta (1976-86)

’ T==%}indicatcs
that local party ofticials bave been more frequently
condemned for lagging agriculture than for lagging
industry. Also, they appear to have had greater author-
ity to intervenc in agricultural affairs.. T

"] reocatly told £ TTJthatin
contrast with city party omaats, Sovict raykom secre-
tarics in rural areas are absolute monarchs in their arcas
bocause there are no countervailing forces there such as
exist in citics, like directors of large enterprises. = -

The organization of the party at the local level has
facilitated its involvemeant in the cconomy. Until the
end of 1988, party officials attached to local party
committees were grouped into various departmeats,
some of which have focused on specific branches of
the coonomy:

- In'a May 1988 Pravda interview, V. Kozlov, 2
: g'g‘rkom first secretary in Orenburg, acknowledged
that local party intervention in cconomic matters
has stemmed “in no small measure from the branch
departments of party committecs.”

« In.a recent letter to Sorsialisticheskaya industriya, a
Ukrainian engineer argued that the increasing size of
branch departmients of local party committees was
largely responsible for the party’s continued “supplan-
ting™ of economic managers and local sovicts

The involvement of local party officials in the affairs
of enterprises and farms has taken several forms,
including:'

e Coordinating the activities of area organizations.
Local party officials have redirected labor and other
resources among local organizations in order to

! Sec appendix A for a detailed description of these functions.



meet national economic targets (for example, to
bring in the harvest), to complete municipal pro-
jects, to prioritize scarce supplies, and to cover
losses of incfficicnt busincsses.

Intervening :n introo;ganization decisionmaking.
This has included changing production plans, “pro-
tecting” housing and social projects, and forcing the
introduction of new equipment and mcthods of
production and management.

Petitioning higher authorities. The local party has
tried, with varying success, to persuade ministries
and other higher authorities to favor their enter-
prises and farms in the allocation of material and
financial resources.

s Selecting and firing managers. Local party officials
have played an active.role in the hiring and firing of
managers for specific industrial and farm posts.

. -~

Primary Party Organizations

In contrast with officials of higher and local party
organizations, secretaries of PPOs appear to have had
httle impact on the decisionmaking of farm and
catcrprise managers:

* A recent Pravda article, for example, lambasted a
state farm party secretary in Krasnodar for “staying
on the sidelines . . . acting as if he is at the beck 4nd
call of the {farm] director . . . not daring to arguc,
stand up for his own opinion, or condemn a clear
crror by the manager.”

sccretaries of PPUs had little authority at their
enterprises '

In part, PPO secretarics at enterprises lack power
because they have been finarnicially dependent on their
managers. Over 90 percent of PPO secretaries work
part-time on their party dutics while holding down a
full-timc job at their centerprises and depend on their

enterprises for their income. Even the secretaries at
large enterprises who work full-time for the party
apparatus apparently depend on bonuses given out by
their managers for a large portion of their incomes.
Morcover, PPO sceretaries often have not been as
technically qualified as their managers. Onc former
manager attributed his PPO secretary’s lack of au-
thority to his incompetenceé in the everyday concerns
of the plant. Another noted, “The PPO sccretary
docesn't handle cither the machinery, the technology,
or the personnel problems. He is a blank. He could be
an absolutely illiterate, technically incompetent

”»

man.

In those cases when PPOs manage to exert influence,
they presumably do so by relying on their major
weapon—their right to refer problems to higher party
authorities. According t0 a recent Pravda article, the
PPO of a collective farm in Belgorod Oblast forced a
change in managerial behavior by issuing an “ultima-
tum” 10 its director that he either concern himself
with workers' social needs or leave. t ' S
suggest that managers whose enterprises or tarms arc
performing poorly may fear that their PPOs will
report on their activities. One respondent bluntly said
that “the director is afraid of the party organization
sccretary™ because “{party secretaries’} principal oc-
cupation is denunciations and innuendo.™

Gorbacher's Strategy

In sharp contrast to his predecessors, Gorbachev has
launched a multipronged strategy to reduce the in-
volvement of the party apparatus in*cconomic mat-
ters. Given the highly centralized naturc of the “com-
mand” cconomy and the difficultics inherent in
managing such a large and complex system, the
party's involvement has traditionally helped to mini-
mize cconomic disruptions—such as supply and labor
shortages and neglect of social projects—that would
otherwise have occurred. Party intervention has also
stifled managerial independence and personal initia-
tive, however, which Gorbachev now hopes his re-
forms will unleash to reinvigorate the economy




Reducing the Structure

In his attempt to weaken party control over day-to-
day economic decisionmaking, Gorbachev first tack-
led reducing the personnel and changing the functions
of the party structure. According to Sovict officials,
this initiative, urged by Gorbachev at the June 1988
party conference, had been completed by early 1989.

At the national level, six Central Committee commis-
sions were formed in September 1988, including ones
on sociocconomic policy and agriculture, that, accord-
ing to Sovict officials, oversee the Central Committee
departments and are subordinate directly to the Polit-
buro. It is doubtful that the commissions will play as
pervasive a role as the Secretariat. They supposedly
arc to recommend policy options to the Politburo and
apparcntly will play little role in policy implementa-
tion. Their members, who have full-time jobs, are
scattered all over the country and mect only once
cvery three months.

Gorbachev limited the responsibilities of the Secretar-
iat—which, chaired by then “Second Secretary”
Yegor Ligachev at its weekly meetings, had emerged
as more of a hindrance than an aid to economic
reform—and strengthened the Polithuro as an institu-
tion and himself as its chairman. The Secretariat
reportedly no longer holds weekly mectings and in
July 1989 the Sverdlovsk obkom first secretary com-
plained that the “Secretariat has been weakened
recently.” However, with seven scnior secretaries the

_ Sccretariat still has a strong nucleus that could allow
it to reassert its traditional authority

The CPSU Central Committee apparatus has elimi-
nated scven of 10 so-called branch cconomic depart-
ments—such as the Construction, Chemical Industry,
and Machine Building Departments—and retained
the Defense Industries, Economics, and Agricultural
and Food Industry Departments. The latter two have

* Party secretarics who are concurrently Politburo full members are
referred to as senior secrctaries. Senior secretarics have traditional-
ly wiclded considerable authority within the Politburo and infor-
mally outrank their nonsecretary colleagues in that body.
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been renamed the Socioeconomic and Agranan De-
partments, respectively. In a March 1989 speech,
Politburo member Georgiy Razumovskiy noted that
the Central Committee stafl had been cut by 40
percent.

At the local level, according to Izvestiya TsK KPSS.,
republic Central Committeces and larger obkoms were

‘to climinate nearly 30 percent of their “responsible
- workers"; medium-sized obkoms, 20 percent; smaller
. obkoms, 10 to 15 percent; and larger gorkoms, 10 to

20 percent. Data provided in the January 1989 Izves-
tiya TsK KPSS indicate that, if the reduction has
been fully implemented, the total number of “respon-
sible workers™ at the local party level has been
reduced by 5,500 to 6,900. Raykoms were to suffer no
reductions. )

According to Razumovskiy, almost all the branch
cconomic departments of all local party organizations
bave been climinated. Republic central committees
have formed commissions similar to thosc at the
CPSU Central Committee level and they and obkoms
have followed the lead of the CPSU Central Commit-
tee in forming socioeconomic and agrarian depart-
ments. Republic central committees and certain ob-
koms have apparently retained their defense industry
departments. Gorkoms in large industrial centers have
formed socioeconomic departments, and raykoms and
gorkoms in agricultural arcas have created agrarian
departments on the basis of already existing agricul-
tural departments. : '

Transferring Respoansibilities

Gorbachev is attempting_to shift much of the
authority for economic matters from higher and
local party organizations to representative legisla-
tive bodics (soviets) at all levels and to local produc-
tion units (eaterprises and farms). First, a new law
on amendments to the USSR Constitution, passed
in November 1988, gives the Supreme Soviet, for-
merly 8 rubberstamp legislature, new powers that




cut into the authority of the Politburo and the
CPSU Central Committce apparatus, including the
right to:

Pass legislation on a widc range of economic
matters.

Monitor progress in the implementation of the state
plan and budget, ratify reports on their perfor-
mance, and introduce amendments (G the plan and
budget whenever necessary.

* Repeal resolutions and orders issued by the Council
of Ministers.

Appoint the chairman of the Council of Ministers
(Premier) and ratify or change the composition of
the Council of Ministers. At its first session in Jurdc
1989, the newly empowered Supreme Soviet excr-
cised its authority by forcing Premier Ryzhkov to
withdraw scveral of his first choices for top econom-
ic posts in the new government.

In addition, the law gives new powers to the President
to decide questions that have.been traditionally vetted

in sessions of the Politburo and S'ccrctaria(. including
the power to:

Nominate the Premier and other key government
officials.

Manage the preparation of questions to be examined
by the Suprcmg Soviet and the larger Congress of
Peoplc’s Deputies.

« Submit reports to the Supreme Soviet and Congress
of People's Deputics on the state of the ccuntry and
on important domestic and forcign policy questions.

At the Junce 1988 party conference Garbachev gained
approval for measures intended to increase the ac-
countability of local party first secretarics (o the
population by having them “‘as a rule.” beginning in
latc 1989, run for the new post of sovict chairman in
secret ballot clections within their lecal soviets. Can-
didates rejected by the representatives (deputics) of
their soviets could face the prospect of losing their
party posts. He apparcntly tried 1o sell local party
bosscs on the ideca of the clections by touting the
powers of the new sovict posts

Other election-related legislation is also intended to
dilute the power of the party. A law on national state
clections, approved by the Supreme Soviet in Novem-
ber 1988, will scrve as 2 model for republic laws now
being drafted to regulate the local soviet clection
process. These laws could weaken leverage.of local
party officials over local sovict representatives (depu-
ties) by democratizing the local clections that have
traditionally been controlled by local party organiza-
tions and PPOs.? -

Gorbachev rcalizes that the new powers granted the
legislatures must be accompanied by economic re-
sources. A draft law on local self-government and
local cconomy, which is supposed to be ready for
public discussion and review by the Supreme Sovict
during the sccond half of 1989, is intended to give
local soviets access to steady sources of revenue. Such
sources will include stable levies on the profits of all
area cnterpriscs and taxation of the local population,
and legal guarantees will be given for spending these
revenucs independently. In his opening speech to the
June party conference, Gorbachev made other propos-
als that were not explicitly mentioned in the confer-
ence resolutions; thus, it is unclear whether they have
been approved. They included subordinating more
enterprises producing consumer goods and services to
local soviets and granting them the right to place state
orders with enterprises subordinate to ministries.

Gorbachev's cconomic reforms., introduced at the
Junc 1987 Central Committee plenum, are intended .
10 create 2 more automatic cconornic mechanism that
will guide decisionmaking by the enterprises and
farms and allow the withdrawal of the party from this
area. In his October 1987 speech in Leningrad he
cxplicitly noted that the two cflorts must proceed “at
the same time.™ Legislation over the last two years
has also allowed for the substantial expansion of the
privatc and cooperative sectors. At the March 1989
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Central Committee plenum Gorbachev gained ap-
proval for guidclines for far-reaching changes in
agriculture, in particular the leasc system that is
intended to spur individual initiative by allowing
farmers to lease land for periods of up to 50 years.

Gorbachev has also taken some initial steps to reduce
the party’s influence regarding personnel questions.
The State Enterprise Law, cffective January 1988,
authorized worker elections of enterprisc managers.
The Junec 1988 party conference approved a resolution
declaring “obsolete™ the party's traditional practice of
filling important posts by drawing from nomenklatury
(lists) of acceptable candidates. ™ °

Thus far, however, party officials worried about losing
their power have often manipulated the eléctoral
process. During Gorbachev's February 1989 trip to
the Ukraine, a worker complained that party organi-
zations were “bringing pressure to bear” during the
nomination of candidates for enterprisc managers. In
a November 1988 interview in Sotstalisticheskaya
{ndustriya, the deputy chairman of the workers’ coun-
cil at onc of the country’s largest metallurgical plants
asserted that “the election of the {enterprisc] director
was prepared by the party committee; the workers’
council was not even involved in it.” An August 1988
Sotsialisticheskaya industriya article reported that
the gorkom first secretary in Yegor'yevsk successfully
pressured the workers council at a local textile plant
to reject its candidate for director and vote for the
" party committee’s candidate.

At times, party organizations have been forced to
back down from their cfforts {0 stage-manage clec-
tions. According to an April 1988 Pravda article,
workers at a collective farm in Ulyanovsk Oblast
succcssfully réjected attempts of the raykom to push
its own candidate for director on the workers. In some
cascs, party organizations have been mindful of limit-
ing their involvement. In a December 1988 Pravda
interview, 8 Murmansk Obkom secretary indicated
that, in two recent clections for directors of area
enterpriscs in which candidates supported by party
organizations had lost, party officials, although
unhappy, did not scck to reverse the results.

The Party’s New Role in the Economy

Gorbachev has said that he wants to fill the gap in the
party's responsibilitics by having it focus greater
attention oa its role as socicty’s “political vanguard,”
which has always been the crux of the party’s mission
in principle but has beca neglected in practice. He has
touted the new role as offering the party “wide scope™
for its activity and “truly historic responsibility” and
argued that its adoption would increase its “influcnce
in all sectors of life.” According to Gorbacheyv, this
new role would include:

* Policy formulation.

* Grassroots political work.

¢ Defense of party policies.

* Personnel work.

Policy Formalation. Gorbachev has said that he
waants the Politburo and Central Committec to devote
themselves to formulating “strategic™ policy. They
would develop the broad outlines of economic and
social development that would be reflected in five-
year and long-term economic plans.

Interviews with local party officials in the Soviet press
indicate they are being asked to focus on formulating
strategies for improving the long-term development of
their areas and especially the quality of life of their
residents. Such officials have indicated that the party
would focus on broad economic issues and prepare
guidelines that would address issucs such as housing,
consumer goods, environment, and education and be
used by the State Planning Committee (Gosplan) in
the drafting of five-year and 15-year plans. In a
recent Sovetskaya Rossiya article, the Amur Gorkom
first secretary illustrated-his gorkom's new role by
describing its formulation of a strategy for stopping
pollution caused by local factorics. In an interview in
Ekonomicheskaya gazeta, a Kuybyshev Obkom offi-
cial said that in its new role the obkom would study
overall technological policy and resource saving and
make recommendations on such issucs to the local
sovicts. He noted that the obkom had formulated
programs on automation and reduction of manual
labor and devised recommendations for improving the
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financial health of cnterpriscs that had shifted 1o full
sclf-financing: A main challcnge facing the obkom,
according (o the official, would be crafting a blueprint
for territorial self-financing in the obkom.

Grassroots Political Work. According 1o Gorbachev,
after policies are formulated, party officials should
“carry thosc policics to the masscs, organizing and
rallying them to implement the sct tasks.” Sovict
oress articles suggest that Gorbachev wants party
officials to seck to build support for party policies by
personally interacting with lower party officials and
workers, organizing discussion groups, and encourag-
ing foedback. For example, to support its strategy for
cnding local pollution, the Amur Gorkom sought to
cxplain, through PPOs, its plans to workers at the
various offending plants and convince them to take
corrective mcasures. The Moscow Obkom formed a
special working group composed of specialists, scien-
tists, and sovict and PPO workers to help organize
cconomic accountability and the lease system in arca
enterprises. In a February 1989 Pravda interview, A.
Kapto, chicef of the Central Committce Ideology
Department, argued that party committees must win
compliance ot through “force of power™ but “by
force of prestige . . . force of cnergy.” A Pravda
cditorial on “political lcadership™ demanded that, in
carrying out political work, party officials renounce
strong-arm tactics and “lecarn to persuade people and
listen o opintons from below.™

Personanel Work. Gorhachev apparently wants (o re-
duce the party's influcnce over the sclection of person-
nel {or key economic posts. In addition to pushing
through worker clection of factory managers and .
giving the Supreme Sovict new power to ratily Coun-
cil of Minister members, he got the Junc 1988 party
conference to approve the principle that clections
must provide the “final solution™ to pcrsonncl ques-
tions. Morcover. in outlining the icadership’s new
cadre policy in Pravda. the Murmansk Obkom sccre-
tary endorsed two recent clections lor dircctors of
arca cnterprises in which candidates supporied by
party organizations had lost

At the same time, however, Gorbachev apparently
wants the party 1o retain considcrable influcace over
the sclection process and cnvisages work with cadres

as a chicf source of the party's authority. Despite
endorsing worker clections of managers, the enter-
prisc law asscrts that the party organization of cach
enterprise “guides’ the work of the entire staff and its
sclf-governing organizations. Moreover, the June
1988 party conference assigned party committees an
tmportant role in the recommendation of candidates
for clections. Presumably, Gorbachev does not ap-
prove of the kind of hecavyhanded manipulation of
clections by many party officials. He apparently
cxpects, however, that party organizations will be able
to maintain considerable control over cadres by care-
fully screcning candidates for clection to ensure that
all arc}acocptat)lc.

[t appears that Gorbachev intends for the sclection of
ministry personncl to be more tightly controlted by
party organizations than the sclection of cnterprisc
managers. The CPSU Central Committee, operating
under the direction of the Politburo, essentially deter-
mined the ratification of the Premicr and the great
majority of economic ministers by the legislature. It
reccommended Ryzhkov as its candidate for Premier.
His sclection by the party leadership was ratified by
the newly formed Supreme Soviet, the bulk of whosc
members the Central Committee had put forward as
Supreme Sovict candidates to the Congress of Peo-
plc’s Deputics in June 1989. Ryzhkov—presumably in
consultation with Gorbachev and other leaders—then
submitted his candidates for ministers to the Supremec
Sovict. Virtually all of these presclected nominees
were approved, although the rejection of a hand(ful
demonstrates new limitations on the party's domina-
tion of sclection of key personnel. Republic central
commitices will presumably play a similar rolc in the
formation of republic governments. Morcover, party
organizations may ¢ontrol the sclection of ministry
staflers, nonc of whom arc clected

The use of party discipline would help ensure that
party members in economic institutions follow pany‘
guidance. Invoking such discipline has traditionally
been cffective, but heavy reliance on it appears less
likely under Gorbachev—who clearly wants to reduce
the usc of pressure tactics in implementing party
policics




Nevertheless, the lcadership may hope the party can
cxert influence indirectly by insisting that party mem-
bers fall into linc with party policy on major issucs.
Gorbachev has alluded to this indirect role of the
party by noting that the party’s greatest strength is
the presence of millions of Commuinists at all levels in
all enterpriscs and institutions. Sccretary Medvedev
has indicated publicly that party discipline would be
invoked with regard to party members who are Su-
preme Soviet representatives

Deferding Reform. Gorbackev also waats party offi-
cials to block cfforts by administrative officials to
disrupt reforms. He has called on party organizations
to prevent local authoritics from abusing the rights of
cooperative businesscs. According to Partinaya zhizn',
party committecs must stop ministry officials from
undermining enterprisc independence. Presumably,
party members who work in administrative organiza-
.tions would be expected to monitor themselves and
their colleagues and report vinlations to party commit-
tees through their PPO secrétanes

Although Gorbachev publicly touts the importance of
the party's new role, he apparently expects and desires
that adoption of this new role will substantially reduce
the party's power in the cconomic arca. In an August
1988 speech to Lithuanian party officials, Politburo
mecmber and Gorbachev ally Alcksande Yakoviev
acknowledged that adoption of the new role by local
party bosses would require them to “give up their
power." Morcover, Gorbachev's speeches are vaguc as
to how the party can provide strategic guidance and
overall leadership if it lacks administrative clout to
require compliance with the guidclines it sets forth.

[n the absence of morce specificity about how party
officials arc to exercisc their theorctical authority in
practice, many party officials doubtless fear their
functions could crodc to the point of making them no
morce than advisers to government bodics. [t is appar-
catly to allay thesc apprchensions that Gorbachev is
offering local party first secrctaries chairmanship of
local sovicts that arc supposcd to gain power over their
local economics. Gorbachev at the 1988 party confcr-
cnce prescnted this measurc as onc that would ulti-
matcly makec party officials accountable in some

degree to the popularly clected bodies, but it is likely
that he hoped they would sce the measure as intended
to compensate them for diminution of the authority
they enjoy in their capacity as party officials. Yakov-
lev ackndwlcdgcd this in his speech to Lithuanian
party officials. Writers’ Union first secretary Karpov
indicated . that, during
behind-the-scenes debatce at wne party conference over
the proposal that first secretarics be clected soviet
chairmen, Gorbachev pushed for substantial appoint-
ment powers for sovict chairmen as part of his cffort
to scll the proposal. ==~

*As sovict chairman, cach would apparently have

power:

« To sct the agenda for soviet sessions and oversee the
sovict's supervision of the day-to-day running of
aflairs by its administrative apparatus.

= To appoint officials of his soviet's administrative
apparatus and the members of its commissions.

Gorbachev also appears to be trying to blunt opposi-
tion from party officials by offering them monctary
incentives. In an August 1988 note to the Politburo
regarding the reorganization, Gorbachev urged the
preparation of proposals for increasing the salarics of
party workers, and during his February 1989 visit to
the Ukraine he cmphasized that the wages of party
workers were 100 low

To alleviate the concerns of party offictals who would
lose their positions as a resuft of the reorganization,
Gorbachev has also tried to offer attractive new jobs.
Scveral Politburo members have ssued guarantees that
those who lose their jobs will be assisted in finding new
work befitting their qualifications. After the Septem-
ber 1988 plenum, for example, party secrctary for
idcology Vadim Medvedev indicated that Central
Commitiee department offictals who lose their jobs will
be helped to find useful work in the state sector,
including jobs in the apparatus of the sovicts, in the
teaching profession, or tn their specialtics. Gorbachev
has recently promoted to important parly posts at least
six of the seven Central Committee branch department
heads—including three Central Committec candidate
members and two full members—whose departments
have been abolished -




Gorbachev has not been reluctant to usc a stick to
cnsure implementation of his policics, intensifying
cflorts in rocent months to.remove or reduce the
power ol recalcitrant party officials at all levels. As
part of the shakcup at the September 1988 Central
Committee plenum, Gorbachev decreased the number
of party sccretarics dealing with the cconomy. The
departments that they oversaw have borne the brunt
of the personnel cutbacks, and their capacity 10 resist
the reorganization has been reduced * '

First Results

Thus far, Gorbachev's cflorts have produced some
signs that small changes in the economic involvement
of local party organizations arc beginning to occur:

« A November 1988 Pravda cditonal praised raykomi
officials in Krasnodar for renouncing the “command
mcthods™ and trying to “paticatly persuade™ people
of the advantages of the lease contract.

+ A Deccember 1988 Pravda editorial criticized somc
parly committees for appreciably reducing their
altention to cconomic matlers because of abolition
of branch departments and personnel reductions.

In November 1988 £

J' told T that party offi-
cials had not recentty 1niericrea 1n the city sovict's
dectsions.

Speaking 1o Moscow auto workers in November
1988, Moscow party boss Lev Zaykov noted that the
cconomic levers that had begun to operate at fruit
and vegetable bases had led 10 a reduction in the
party's diversion of workers from enterpriscs to help
stock the city with produce for the winter - N

There is apparently no wholcsale change, however.
During his February 1989 visit 10 the Ukraine. Goe-
bachev acknowledged repudiation of “command-
bascd ways™ by party officials was “procceding only
slowly.™ In an April 1989 spccch, Nikolay Slyunkov,
chairman of the Central Committec’s Sociocconomic
Policy Commission, complaincd that in many cascs
the new sociocconomic departments attached 1o local

parly committecs were, like the sector departments
they replaced, exerting “opcrational influcnce™ on
cnterprises. In his February 1989 Pravda article,
Kapto noted that changes in the party committee
functions “have not been as tangible as lifc demands.™
In an carly March 1989 spcoch Georgiy Razumovs-
kiy, party secretary for persoancl, indicated that, in
the wake of the rcorganization of the party apparatus,
the departments of raykoms and gorkoms that deal
with personnel placement had begun to involve them-
sclves in cconomic questions—absorbing functions
previously performed Ly branch cconomic depart-
ments that were abolished. -~
The modesty of these results is duc in part to the fact
that the overhaul of the party apparatus has been
limited, particularly at the local fevel. In terms of
personncl, even if the planned cuts ia local party
organizations of as many as 6,900 “responsible
workers™ have taken place, we cstimatc that only
about 6 percent of local party officials have been
affected. The tens of thousands of party officials at
the raykom level retain their positions and, as &

3 recently told %
E‘ - these arce the party officials most inavoiveu in
cconomic control (sce table ). Morcover, there is
cvidence that at least some of the party officials whosc
posts have been climinated {rom party organizations
have assumed positions at lower levels of the appara-
tus. Organizationally, because the CPSU Central
Committeec and many local party organizations still
havc sociocconomic and agrarian departments, they
will probably rctain the potential to continuc their
traditional cconomic involvement

Morcover, cconomic reforms needed to substitute for
the rcduction in the party’s economic role appcar
stalled. The leadership has backtracked on key re-
forms nccded to establish a largely sclf-regulating
cconomic system. Apparcntly concerned about spur-
ring inflation and croding public support for peres-
troyka. the regime has decided to postpone wholesale
pricc reform from 1990 to 1991 and to postponc
retail price reform, scheduled for 1990, indcfinitely.




The Party Appacatus Before 1988 Cuts

Type of Pecty  Total Estimatod Averzge Total Number of

Organization Number Number of Respoasible
deom?:lc Wockers
Workers &

CPSU Central | 1.940

Comamittec

Rcpublic central’ 14 269 18,050 at repub-

committee lic and obkom

Reglonal pecty (ST 91 fovels

committee

(obkom)

City paty 898 30 264940 (cst.d

committee .

(gorkom) .

Distcct party 3,539 22 T77.858 (cstd

commiltee

(raykom) .

All types 4,609 124,788 (cst.}

« “Respoasible wockers™ include party committee sccrctarics. de-
pactment and soctoc heads and their deputics, as well as tastructors
aad certain other peofessionals who work (or the apparatus oa an ad
hoc basis. [t excludcs “echaical workens™ —guards, mossengers,
socrctarics, and so {orth.

Sources: [zwestiya TsK KPSS No. 1, 1989, and Yezhegodalk
Bolshoy Sovctskoy Entsyklopediy. 1988. Estimates arc based oa
recent Sovict press articles.

Obstactes

Resistance to Gorbachev's initiatives to reduce thc
party’s cconomic rolc is formidablec. First, the initia-
tives arc likely to face stiff opposition from some
Politburo members:

« [ his August 1988 notc to the Politburo, Gorbachev
appcared (o allude to diffcrences among Politburo
mcmbers over the reorganization of the party
apparatus.

.

Politburo member Ligachev, head of the Central
Committec Agricultural Commission, in a July
1989 speech called for party committecs to “get into
the specifics . . . of cvery {economic] project.”

During his specch at the 1988 party coaference,
Politburo member Ligachev acknowledged the prob-
lem of detailed cconomic involvement of the Secre-
tariat, but ke apparcatly opposed a significant rc-
duction in party control. In a Junc 1987 speech to
party officials in Thilisi, he cautioned party organi-
" zations agaiast relaxing their geip over the cconomy.

« Former KGB chief Viktor Chebrikov, Politburo
member in charge of legal issucs, has said little
publicly about the party's rolc in the cconomy, but
his cvident reluctance to support the development of
market relations suggests that he doces not fecl

,comfortable with such changes that arc csseatial to
reducing the party’s role.

o InJuly 1988 £

A.im-
plicd when speaking to £. 2 that at
least some Politburo members arc extremely wary
of potential disruptions that could result if the
reduction in the party's economic iavolvement out-
paces the introduction of sclf-regulating cconomic
reforms. (Sece insct.)

Gorbachev's toughest roadblock probably will be re-
calcitrant local party. bosses who view his initiatives as
a threat to their power. Some party bosses probably
like the idca of heading their local sovicts, sccing it as
an opportunity to cxpand thei: authority in a ncw
arcna, but many arc less sanguine. Some apparcatly
fear not surviving clections to the post of sovict
chairman, and others fcar that, rather than dominat-
ing the sovict, they will become acoountable to it.
During the Junc party conference when Gorbachev
touted -the proposal for clecting party bosses as sovict
heads, he noted “it is not as il sccretarics arc enthusi-
ast.c [about the proposal]. ... [ can alrcady scc that
the Moscow sceretarics arce dissatisfied, shaking their
heads as if, in all probability, to say that's going too
far." An Aprcil 1988 Moscow News article indicated
that party officials poiled in raykoms in Sverdlovsk
and Ocenburg almost unanimously opposed the clec-
tion of crterprisc directors by workers bocause they
fcar the diminution of their own power




Leadership Views on the Party's Role

In the past we managed all feconomic] spheres directly
through the party apparatus. It reached the point
where the Central Committee Chemical Industry De-
partment, for example, had a subdivision in charge of
organosilicon compounds. But at the same time we
overlooked so many questions af society’s life, people’s
moods, and processes in the spiritual and cultural
spheres. But the party should have seen all that,
known it, taken it into account, and transformed it into
its policy .. .. We must offer prospects, open the way
to new processes, and do everything to ensure that the
party really reveals itself as the political vanguard.

—Mikhall Gorbachev, General Secretary,
speech to Moscow Gorkom Conference,
_ January 1989

Party and state organs must keep a firm grip on the
levers of economic management. . . . It is easler 10
loose that grip than to regain it later.

—Yegor Ligachev, full member of Polit-
buro, speech to Georgian party officials,
June 1987 )

In a society that Is renewing itself a party that is
renewing itself must operate—operate as a political
vanguard imparting a general direction to develop-
ment, but not as a force directly corrolling absolute-
ly everything. .

—Vadim Medvedev, full member of Polit-
buro, speech to Minsk election meeting,
March 1989

It is self~evident that, while rejecting the division’af
the apparatus into units spread throughout the admin-
istrative branches, the party does not consider it
possible to completely withdraw from its competent
observation of economic progress and the state of
affalrs in priority sectors of the national economy. . . .
Every party commiittee and its apparatus must have

the ability to consistently implement the party’s line of
revolutionary renewal of society, and to act creatively,
by methods of ideological-educational and organiza-
tlonal work, without excessive wardship over lower-
standing party echelons and without fettering them.

—Georgly Razumovskiy, candidate
member of Politburo, Kommunist,
September 1988

We must make changes in the activity of the party
itself, changes that exclude the interference of party
committees . .. in the immediate work of economic
organizations but which at the same time strengthen
the party-political guarantee of restructuring. . . . This
is not to say that the party organs must now be
occupied only with “pure politics,” a condition that
takes away from them any responsibility for the
development of all spheres of the city’s life. What we
are concerned with Is that they should reject economic
management functions based ort orders and commands
and provide genuinely political leadership of and
influence upon the economic, social, and spiritual life
of the city.

—Lev Zaykov, full member of Politburo,
Kommunist,
March 1989

The desire still exists to make the apparatus of the
party committee a mini economic council or regional
command post, and to retain the practice of volunta-
rist-coercive management of subordinate organiza-
tions. . .. We must master more rapidly those . . .
work methods that should become the main ones . . .
the methods of indepth prediction analysis activity,
developing the habits of generalizing trends, and
irfluencing economic processes through people and by
means of political work in the masses.

—Nikolay Slyun’kov, full member of
Politburo, speech to meeting of socio-
economic department chiefs,

April 1989 '
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Given the slow pace of economic reform, party offi-
cials probably worry that starting their withdrawal
from the economy too carly will be disruptive. First
secretaries are especially concerned about such dis-
ruptions because they continue to be held responsible
for the economic performance of their territories:

In an October 1988 specech, Sheherbitskiy warned
local party officials that it was “wrong to draw the
conclusion that . . . party committees are fre¢ from
any responsibility for the state of affairs in the
economy and in the social sphere.”

» In October 1988 Y. Vagris, first secretary of the
Latvian Republic, told party officials that “no one
has absolved us or will absolve us of responsibility™
for resolving social and economic problems.

« In a December 1988 speech in Cheboksary, Vitaliy
Vorotnikov, chairman of the RSFSR . Supreme
Soviet, argued against party committees’ abandon-
ing their economic functions before local soviets
have been sufficiently strengthened.

On the whole, Gorbachev appears to face a tougher
task in reducing the role of the party in the economy
than have other Communist regimes (sce appendix B).
The Russians have had long experience with authori-
tarian regimes that tightly control the economy, and
the Soviet Communist Party has had a long time to
become firmly entrenched:

+ In the Soviet Union the “command” economy had
been in place for nearly 60 years before a reduction
in the party’s economic role was attempted—30 to

40 years longer than in any other Communist
country.

< Party control in the Soviet Union has been more
pervasive than in other countries and consequently
more difficult to dismantle. In Poland, for example,
the party’s control has never cxtended to any great
extent to the agricultural sector.

With the exception of the NEP period, in the Sovict
Union there has never been a major tactical retreat
from the traditional system that could have weak-
ened the fibers of party control. In China, Mao's

national campaigns to communizc agriculture in the
latc 1950s created chaos that allowed his opponents
to gain the upper hand and temporarily widen the
scope for market forces. * ’

Outlock

The reorganization and reduction of the party appara-
tus and approval of legislation intended to shift
authority for economic matters to the Supreme Soviet
mark a crediblc first step toward lessening the role of
the party in the economy. Moreover, by weakening
the Sccretariat, Gorbachev has probably improved his
own ability within the Politburo to push for economic
reform. The reductions in the party apparatus at the
national and local levels reverse a pattern of long-term
growth.

It is doubtful, however, that Gorbachev will achicve a
significant reduction in the party's control of the
economy over the next two to three years. It is
unlikely that he can strengthen the presidency and
Supreme Soviet enough to greatly shift economic
authority away from the Politburo and Central Com-
mittee. Moreover, it is unlikely he will be able any
time soon to persuade the local party organizations to
shift their focus from their traditional economic func-
tions.

Rather, we believe he probably will decide to case his
push temporarily rather than risk a political show-
down with other Politburo members and local party
first secretaries, who wicld influence in the Central
Committee beyond their numbers—they now consti-
tute about 15 percent of the Central Committec’s full
membership/_

| Gorbachev
recently ordered the media to ceasc publication of
criticism of party officials, particularly at the obkom
and raykom levels, out of concern that the apparatus’s
enmity toward him is approaching a dangerous level.
Although in July 1989 Gorbachev reversed an carlier
dccision to delay local sovict clections until carly 1990
and called for republics themselves to decide when to




hold clections, he emphasized that it will be left to
local party committecs to decide whether to have their
first secretaries run for the chairmanship of local
soviets.

On previous occasions, Gorbachev has been willing to
make tactical retreats in the face of strong opposition.
In November 1988, for cxample, in response to party
resistance to multicandidate clections for representa-
tives to the USSR Congress of People’s Deputies, he
apparently backed off, agrecing to make them option-
al in the final law on national state elections.

In our judgment, Gorbachev will also not want to risk
the economic disruptions that would probably result
from a reduction in the party’s administrative control
that outpaces the introduction of key cconomic re-
forms and the buildup of the power of sovicts. His
public remarks suggest he is aware that such a
reduction could create a number of problems, includ-
ing supply and labor shortages and néglect of social
and municipal projects. Morcover, the leadership's
recent decision to postpone retail price reform strong-
ly suggests that for now Gorbachev is eager to avoid
disruptions that could worsen the plight of consumers
and threaten popular support for his program. Despite
the roughly onc-third reduction in the number of
ministries and their personnel announced at the
Supreme Sovict scssion in June 1989, the ministerial
apparatus will remain substantial for now. -

The danger of this delay for Gorbachev is that it
would give the apparatus additional time to scck to
undecrcut his entire reform program. But this risk can
be diminished if he maintains some of the reform
momentum by laying the groundwork for a renewed
cffort to reduce the party’s rolc in the economy as part
of an overall push to move economic reform forward -
during the carlv 1990s. Such groundwork includes
building popular support through shifting resources to
the consumer sector, continuing to consolidate his
position within the leadership, and finding ways to
gain the support of local party first secretaries
through such mcans as increasing their salaries. He
probably will also push the preparation and imple-
mentation of the law on local self-government and
local economy and the assumption of powers by local
scvict chairmen. He may settle, however, for clection

regulations for sovict chairmen and representatives
that can be manipulated by most local party bosses to
ensure their ¢lection.

If Gorbachev begins to make progress on these fronts,
he will be in a better position to intensify his efTorts to
reduce the party’s role in the cconomy. He would
presumably have to seck deeper cuts in the party
apparatus—as he is now doing in the government
burcaucracy. In particular, he would have to sharply
cut back personnel at the gorkom and raykom levels,
who make up the bulk of the apparatus. We believe he
would also have to seck to ensure that local party
bosses are required to run for the post of local sovict
chairman. Morcover, he would have to casurc that
rczulatiéns for the clection of soviet chairmen and
representatives guarantee the public accountability of
the local party bosses. If he failed to address the
clections issue, he would run the risk that local party
bosses would transform the sovicts into surrogates for
the party apparatus, using sovict staff to intervenc in
economic activity in their arcas.

In our judgment, Gorbachev would also have to
reduce the responsibility of party officials for plan
fulfillment by area enterprises and farms. We do not
belicve, however, that it would be necessary for

" Gorbachev to relieve party officials of any responsibil-

ity for the overall social and economic development of
their territories. As the scope for market forces
increased, party officials would be able to fulfill such
broad responsibilitics without heavyhanded interven-
tion. -

We believe that, if this process continues, the incvita-
ble result will be a decline in the party’s power and
prestige, particularly at the local level. The party’s
role as “political vanguard™ as outlined by Gorbachev
will not compensate for this loss. This has been the
case in Hungary, where the process of reducing the
party's involvemeut in the economy, ongoing since the
late 1960s, has madec the party increasingly irrelevant.

The implications for the economy of a reduction in the
party’s role will probably be positive to the extent that
it is acoompanied by the introduction of market
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forces. The Chinese reform expericnce suggests that
such beaefits could be substantially reduced, however,
if the increase in the power of the local soviets vis-a-
vis Moscow-based ministries procecds faster than
cconomic reforms introduce the discipline of the
market. For example, the Chinese press has reported
that local officials have abused their enhanced author-
ity by setting up barriers to trade, such as prohibitions
on selling locally produced goods to other provinces.
Instead of creating national produce markets, this has
caused the proliferation of protected markets unre-
sponsive to cconomic levers. A recent decision by
Lithuanian authorities to reduce the production of
soap needed by other regions in order to address local
environmental concerns suggests that the Soviet
regime could confront a similar problem.

The role the CPSU plays in the cconomy will depend’
heavily on the party’s ability to maintain legitimacy
and cohesion during a period of social turmoil and
political tension. The party’s role in the economy will
be strongly affected by the fate of Gorbachev's overall
effort to manage a process of opening up the political
system without relinquishing the CPSU’s position as
the dominant political institution.
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Appendix A

Role of Local Party
Organizations in the Economy

This appendix uses (. - to docu-
ment in detail the ivcal partys pervasive role in the
economy. The party’s role in industry and in agricul-
ture are considered separately because party control is
stronger and exercised in somewhat different ways in
agriculture.

In Industry

Coordination. Local party officials have often pressed
enterprises to provide labor and other resources to
other area organizations in order to meet national
economic targets, often with little or no financial
compensation. Farms frequently require such help. In
a recent [zvestiya interview, a director of a Moscow
enterprise complained that his efforts to make a profit
were being impeded by the party committec’s insis-
tence that he provide “practically free labor™ to
collective farms. Another article noted that during
1987 in one rayon alone enterprises lost 3,300,000
workdays because they had to provide workers to
farms at practically no cost to the farms and were
forced to continue to pay worker salaries totaling
3,500,000 rubles. According to a June 1988 Pravda
article, local party organizations force some enter-
prises to cover others’ nonfulfillment of the plan.

Local party officials have also pressed enterprises to
provide labor and material for municipal projects. In
October 1987 Soverskaya Rossiya criticized party
officials in Kuybyshev Oblast for directing enterprises
to supply “practically free” labor and material not
only for farm work, but also for the construction of an
underground metro system, an outdoor dance area,
and a park fountain. Enterprises were also pressed to
provide workers 10 serve in the local police force. The
article blamed such donations for enterprise losses
amounting to millions of rubles

In addition, local party officials have intervened to
resolve supply problems. They have decided the rela-
tive priority of conflicting demands of different firms

within their territories. According to Zarya vostoka,
at the Tbilisi Gorkom plenum in January 1988, a PPO
secretary complained that the procuring of gravel and
cement by the gorkom secretary for one construction
project was at the expense of other projects. -

When delinquent suppliers have been located outside
their territories, local party officials apparently have
been inclined to ask their party colleagues in other

, areas for assistance in pressuring the offending firms.

In January 1988, in an interview in Soverskaya

‘Rossiya, Ivan Polozkov, the Krasnodar Kraykom first

secretary, said that, when the harvest in his region
was threatened by late oil deliverics, he persuaded the
party bosses of other oblasts to put the deliveries
under party control

Local party officials have also compelled banks in
their areas to provide funds to cover the losses of
inefficient enterprises. During an October 1988 meet-
ing of the Presidium of the Council of Ministers,
Minister of Finance Boris Gostev noted that ineffi-
cient enterprises have been able to “simply go to the
bank and there they are given moncy . . . [because] the
bank works mainly according to the commands of the
local soviet and party bodies.”

Intervention in Firm Decisionmaking. Soviet press
articles indicate that local party officials have often
intervened directly in the affairs of individual enter-
prises. They have maintained frequent telephone con-
tact with enterprise managers and, at least in some
cases, have made frequent on-site inspections of enter-
prisc operations. The PPO secrétary a* one Ukrainian
enterprise indicated, for example, that the managers
of his enterprise were recently burdened by having to
host nearly 40 such inspections

[n many cases when local party organs have been
dissatisfied with conditions 2t individual firms, they
have taken managerial decisionmaking into their own




1ands. Local party officials have often changed the
sroduction plans of enterprises. In October 1988

) soviet told L J that local party.
»fficials had recently raised the production plans of
me enterprise by 25 percent despite protests by the
olant manager. A director of a construction firm in
Novgorod complained in Pravda in January 1988 that
:ach member of the obkom bureau tries to “*hammer”
into the plan his “own™ project, undermining sclf-
financing and causing disruptions. ©~ *

Local party officials have taken a spccial interest in
- the plans of those enterprises responsible for housing,
social projects, or consumer goods production. In a
November 1987 interview with Ekonomicheskaya
gazeta, Nikolay Samilyk, first sccretary of Kirovo-
grad Obkom in the Ukraine, acknowledged that after
a “difficult struggle™ he persuaded the All-Union
Ministry of Ferrous Metallurgy to add a number of
housing and social projects to its 1988 construction
plans. In early 1988 - ) indicated
g 3, despite the new rights suppos-
edly available to enterprise directors, local party
officials were continuing to forbid managers to halt
production of unprofitable consumer goods.

Local party officials have often influenced the intro-
duction of new equipment and methods of production
and management. In some cascs, they have blocked
innovations. In Junc 1986 Gorbachev criticized the
Cherkassiy Obkom for preventing an ei.terprise man-
ager from starting to produce a new type of machine
tool. However, in many other cases, local party offi-
cials have backed the introduction of new idecas.®
Party officials in the Belorussian Republic helped
develop a program designed by railroad workers and
intended to make their operations financially self-
supporting. ,
Local party officials have often involved themselves in
questions regarding the labor force and financial
affairs. In Junc 1986 Gorbachev criticized gorkom

* At times, local party officials have cndorsed changes that have
been initiated by managers themsclves. The reluctance of many
cnterprise managers to introduce innovations suggests, however,
that in many cases local party officials have pressed them 10 accept
~ew techniques and equipment.

[%¢]
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officials in Sverdlovsk for frustrating the efforts of an

.enterprisc manager to introduce an innovative wage
" agreement with his workers. A manager at a Moscow

enterprise operating on a condition of “*full self-
financing” under which he is required to cover most of
his own expenses recently complained to /zvestiya
that inspectors from the raykom's financial depart-
ment arrived at the enterprise “allegedly to check
staffing discipline ... and very quickly [the manager]
was told who should be doing what and where.” Local
party organizations have interfered in the finsacial
operations of enterprises. For example, in 2 November
1987 Izvestiya article, a Moscow enterprise director
complained that financial inspectors from the raykom
froze the firm's bank account because they had
discovered a small overexpenditure on business trips.
The director asserted, “*And we run into adventures of
this kind at every step. This is why I say that our feet
remain tied."” N

Petitioning of Higher Authorities. Local party offi-
cials have frequently tried, with vasying success, to
persuade ministries to provide a wide varicty of
assistance to arca firms (sec inset). In August 1987,
cconomist Yevgeniy Yasin of the Central Economics
and Mathematical Institute (TsEMI) indicated in
Kommunist that local party committees have some-
times even sought to postpone the closure of ineffi-
cient firms to avoid worsening their region's economic
performance indicators. Many requests focus on sup-
plies. In an April 1988 Pravda interview, V. Ga-
tushko, a raykom first secretary from Krasnodar
Kray, admitted that “for now we play the unenviable

_role of petitioner, mediator, going to Moscow to ‘drum

up’ funds for cement, slate, lumber, metal, ctc.”

Local party officials have also petitioned higher au-
thorities for other reaons &

J. local party officials inter-
vened to obtain additional wage funds for area enter-
prises. L ... w e~ .. Dlocal party offi-
cials asked the ministries for “corrections” in
enterprise output targets. In 2 March 1987 interview
in Sotsialisticheskaya industriya, N. Ycrmakov, then
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Limits of Local Party Influence Over Ministries

local party officials exercise considerable control
over organizations subordinate solely to local state
authorities but have had limited influence over Mos-
cow-based and so-called union-republic ministries
(ministries headquartered in both Moscow and repub-
lic capitals) becai:se these ministries are subject to
the control of the CPSU Central Commiitee appara-
fus. ¢ :

Soviet press articles support this finding. A March
1938 Pravda article indicated that the Tyumen Ob-
kom was unable to persuade the USSR Ministry of
Construction in the Urals and western Siberia to
build a cement factory in the oblast. In a March 1987
interview in Sotsialisticheskaya industriya, the Ke-
merov Obkom boss acknowledged that for years he
had been unable to persuade the. USSR Ministry of
Ferrous Metallurgy 10 allocate resources for the
reconstruction of an area plani.

i v ] local party
officials are sometimes able 1o gain cooperation from
Moscow-based and union-republic ministries by

Threatening 1o complain or complaining to higher
party authorities.

Offering ministries a quid pro quo.[

. __1 local party officials have an
impressive command over local resources useful 10
ministries.

ilighlighting the potential for labor difficultics.
L A in their dealings
with ministries, local party officials frequently ar-
wued that [ wage fusd allotments were not in-
creased. the enterprise work force would depari.

{5 specch ta the Supreme Sovier in Junc 1989 Premicr Ry :hkov
announced that all urion-republic minisirics would be transforued
friice eiiher strictly Moscow-baced or repablic ministrics.

first sccretary of Kemerov Obkom, noted that he had
persuaded the USSR Minister of Light Industry to
lower the plan targets for an area textile firm.

Selection and Firing of Economic Managers. Local
party officials have involved themselves, to varying
degrees, in the sclection of economic managers.[”

[ 4 despite
tnc tormal power of local party officials to “‘confirm"”
any personnel action regarding jobs included in their
nomenkiatura (official list of posts), they have often
limited their involvement to rubberstamping candi-
dates favored by ministry officials.

In many instances, however, local party officials
appear 10 have played a more active role, controlling
the selection of candidates for specific posts C _]

"] ministries were sometimes -
forced to accept the appointment of unqualified per-
sons with high party connections. Also, obkoms have
had the final say in job transfers for important
economic personncl.

Local party officials have probably been more in-
volved in decisions 1o fire than in decisions to hire.

] tocal party officials typi-
cally originated proposals to fire managers and were
inclined o move quickly without giving 2 manager a
sccond chance. Conscquently, enterprise managers
{cared local party officials more than their ministry
superiors.

In Agriculture

Coordinction. The coordination work of local party
officials in agriculture has been similar to such work
in industry. They have encouraged incficient farms to
accepl free labor and material resources from enter-
prises and compelicd banks in their arcas to provide
funds to cover the losses of inefficient collective and
staie furms. In ac on, they have expedited the
deiivery of supplics between farms. [n a recent letter
o Komusnis:, 2 corkom first sceretary acknowledged
that. when he arvives at 2 state farm, he “lives up to
the existing sicreoiyvise of party behavior,” going

ectly 1o the & 30’ office and telephoning the
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ircctor of a neighboring farm in order to “beat out™
cliveries of salt for the wintering of cattle. There is
wch evidence in the Soviet press that, as they have
one with the output plans of enterprises, local party
fAicials have been inclined to increase the procure-
aent targets for arca farms. *

\s they have donc in industry, local party officials
ave ordered the redistribution of profits from suc-
«essful farms to their lagging neighbors. They have
iIso forced successful farms to surrender grain pro-
luced in excess of the plan with little or no compensa-
1on to help less successful farms meet their own
>lans. In November 1988 in Pravda, a livestock
ipecialist from a collective farm in Omsk, citing this
sractice, complained that his farm could not be
:xpected to be financially self-sufficient if “we are not
masters of our own production.” ’

Iatervention in Farm Decisionmaking. Local party
officials have been more deeply involved in decision-
making in farms than in enterprises. Complaints in
the Soviet press noting a “barrage” of local party
inspections and a “landing force™ of obkom officials
more often refer to visits to farms rather than to
cnterprises. The Soviet press contains frequent criti-#
cism of local party officials for ordering farms when
and how much to sow and when to harvest. According
1o a raykom first secretary in Krasnodar, the kraykom
sends telegrams demanding that raykom secretaries

“immediately examine every field with respect to the
fight against pests, select quality-standardized live-
stock on the farm, conclude a contract, or make
financing available.” An Ekonomicheskaya gazeta
article noted that certain gorkom and raykom first
secretaries in Tambov have issued detailed instruc-
tions for the wintering of cattle and the cultivation of
new agricultural crops. Other articles have under-
scored the involvement of local party officials in
orgamzmg the reception of vegetables for storage and
in personally oversecing the construction of green-
houses.

In contrast with their involvement in industry, in
which they have largely confined themseives to social
and cultural aspects of planning, local party officials
have often played a role in approving the entire output
plans of farms. In Kaluga Oblast, for example, agri-
cultural plans are coordinated with the obkom, and in
Moscow, obkom personnel were criticized for instruct-
ing gorkom and raykom sccretaries to sign control
targets for the sale of milk and meat. A November
1988 article in Partiynaya zhizn', indicated that they
have also tried to control the distribution of the farms’
output. (

Local party intervention in decisions to introduce new
management techniques and equipment in farms ap-
pears to have been more heavyhanded than in indus-
try. In June 1988 a farm manager from Kazakhstan
complamcd in Pravda that obkom officials forced
farm managers to adopt “progrcsswc" technology for
transporting hay from the ficlds that was highly
incfficient and uitimately abandoned. A November
1988 Pravda cditorial indicated that party officials in
Krasnodar Kraykom until recently had forced manag-
crs to introduce lease contracts in their farms.

Selection and Firing of Managers. An American
academic expert has written that local party officials
have been much more involved in personnel decisions
in agriculture than in industry. The Soviet press
suggests at least as much involvement. For example,
in May 1988, N. Zadoya, then second secretary of
Dnepropetrovsk Obkom, complained in Ekonomiches-
kaya gazeta that officials from onc raykom, ignoring
the objections of workers of the “Communist” collec-
tive farm, discounted the “business qualities™ of can-
didates for farm director and sclcctcd a director who
left after threc months.




Appendix B

Reducing the Party’s Role
in Other Communist Countries

Attempts to reduce party interference in the cconomy
have been under way for decades in other Communist
countries with varying degrees of success, According
to Soviet officials, the Sovict leadership is studying
the experience of these countries for possible applica-
tion to its own reform efforts.

Chins

The traditional role of the Chinese. Communist Party
in running China’s.centrally planned cconomy has
been one of policy formulation at the highest levels
and enforcement of implementation at lower levels. In
theory during most of the 1950s and carly 1960s, all
policy decisions were dictated by the senior party
leadership through the Politburo and Sccretariat and
the government was-responsible for actual implemen-
tation

At the instigation of Mao, however, the party did at
times intervene in key economic sectors, especially
agriculture and rural"induslry. In 1956, and again on
a much larger scalc in 1958-60, Mao overrode objec-
tions of government planners and launched national
campaigns to communize agriculture.

Although his use of the party to enforce cconomic
dictates was rebuffed bricfly by senior party oppo-
nents, Mao moved against the government cconomic
bureaucracy after regaining power during the Cultur-
al Revolution (1966-76), managing to fundamentally
change the party's relationship with the cconomy.
After the initial, violent phase of the Cultural Revolu-
tion, party secretaries of “revolutionary committees™
at all levels took over the government’s role, both
formulating policy and running caterpriscs’ day-to-
day affairs.

With the objective of raising cnterprise cfficiency, Deng
Xiaoping's reformers focused it 1983 on making factory
managers the final decisionmakers in statc cnterpriscs
and reducing the cnterprisc party secretary’s role to that
of policy oversight and “idoological work™ among cater-
prisc workers. Aflter six years, “the factory manager
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responsibility system” has now officially been promul-

gated in most of China's roughly 400,000 state cnter-

priscs. While local party secretaries still interfere at
times in factory operations, their power in most cases
appears to have been reduced.

Morc recently, China has begun new cfforts to lessen
the party’s role in the cconomy. At the top, stratcgic
cconomic policy is still hammered out by the Politburo's
Financial and Economic Leading Group headed by
General Secretary Zhao Ziyang until his removal from
that post in Junc 1989. Nonetheless, since the 13th
Party Congress in October 1987, the role of the State
Council has been considerably strengthened and the
once powerful party Secretariat has virtually lost its
policymaking role in the economy.

In the provinces, two scparate scts of experiments
designed 1o restrict party interference are under way.
In the past, cach level of government—down to the
enterprisc—had a corresponding party office that
supcrvised its work. In 16 medium-sized cities Beijing
has abolished these party offices, in theory leaving
government cconomic organizations with full respon-
sibility for guiding their sectors: Senior local party
officials will still be able (0 issue edicts affecting the
cconomy and to make key personnel decisions, but
they will lose their large staffs and thus much of thei-
ability to micromanage their government counterparts

In another, potentially more important reform, some
citics arc experimenting with a system that removes
party committees from cconomic bureaus and enter-
prises entircly. Instead they will be organized region-
ally; one would belong 10 a party unit bascd on place
of residence rather than workplace, and lower-level
units would report to the muniéipali(y rather than to
an cconomic ministry. The intent is to limit the ability
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f higher level party units to influence the decisions of
1dividual enterprise managers and of incompetent
1anagers 1o use ministry networks to protect them-
clves. 1 ’

\Ithough Deng’s reforms have curbed the power of
arty bureaucrats, especially over the operation of
ndividual state enterprises, they have not yet funda-
nentally changed the system—in most cases the party
1ill has the final word on major decisions. Deng's
fforts to devolve decisionmaking power to provincial
ind local authorities have had a much more profound
mpact, greatly increasing the power of local party
ind government officials at the expense of the center.

Hungary

Former party leader Janos Kadar realized early in his
rule that the Hungarian Socialist Workers Party
"HSWP) had neither the human resources nor the
political need to be both policymaker and administra-
tor in all functional spheres and that a more decen-
tralized system of administration could make more
cffective use of nonparty personnel, speed decision-
making and economic growth, and also be more
popular. As part of the reform program he started in
1966, he began gradually climinating overlapping
arcas of responsibility between party and state bodies
in the economy. The party continued, however, to set
the main goalis of economic policy and supervise the
implementation of party directives, mainly through its
control over the sclection of enterprisec managers and
government officials who oversee economic activities.

Nonetheless, the party’s working relationship with
ministries became increasingly imprecise and confus-
ing after years of piecemeal cconomic reforms. Most
enterprises probably have closer links to government
ministries in Budapest, especially the Ministry of
Industry, than with central party authoritics. Enter-
prises are still linked more closely at the local level to
party committees than to government organizations,
but this too is changing under the impact of successive
cconomic reform programs. '

In most instances, the behavior of local government
bodies and enterprises is now shaped only broadly by
the party, but top party leaders and local officials still
intervene on an ad hoc basis. The extent of these
organizations’ autonomy when' it comes 1o controver-
sial issues, the management of labor disputes, major
investment decisions, or business dealings with foreign
companies is therefore unpredictable. /-

The ill-defined nature of the party's role and growing
disillusionment with its inability to improve the econo-
my'’s poor performance have led the party to withdraw
further from economic policy making over the past
year. At the national level, the-government ministries
and the National Assembly are being given more
opportunities to inject their opinions into the policy-
making procéss. In the past, the Central Committee’s
Economic Department merely presented these bodies
with policy directives to rubberstamp, but they have
lately been given alternative policy options to debate
and choose between. The party has also permitted the
government to take the lead role in formulating
austerity policies, both to reduce its day-to-day re-
sponsibilities and to avoid some of the blame for
unpopular policies. Despite this recent reduction in
the party's role in the economy, the party leadership
retains a certain degree of influence over the economy
because most top government leaders are also high
party officials and arc therefore inclined to follow
party directives. -

At the local level, L. _ _ _Jhas
observed that the party is giving local councils more
authority and reducing both the size of the local party
apparatus and the number of nomenklatura positions.
In Borsod County, for example, the scope of the
county council, formerly largely limited to infrastruc-
ture issues, is being enlarged to include responsibility
for all county enterprises that were formerly overseen
by the Ministry of Industry and county party commi.-
tees. The county party committee will no longer
oversee the council’s detailed, one-year plans, only its
five-year and longer strategic plans, and instead will
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focus on agitprop and cadre sclection. Given its
reduced tasks, the Borsod party apparatus is being cut
by ncarly 25 perceat, while the number of officials
responsible for cconomic issucs will be reduced from
ninc to six or scven, according to the head of the
economic-political department of the Borsod party
committee. He also said that the 41 cconomic slots in
the county party committec's nomenklatura would
fall to 20 or 25, and that responsibility for selecting
these officials would devolve to city party committecs.
| g =1 has confirmed that similar reorganiza-
tions arc taxang place in other countics,

The role of the HSWP in the cconomy will probably
continuc to decrease gradually in view of the ongoing
reductions of the local party apparatus and new
cconomic reforms that significantly expand the scope
of the private sector. The party’s leading rolc is
probably less threatened by these measures, however,
than by the pressures—both from within and from
outside the party—for greater political liberalization
and by the recent dramatic increasc in independent
political activity )

Poland

The Polish United Workers' Party has maintained a
pervasive—though loosely défined—role in the econo-
my through its domination, at least until the recent
clections, in central'and local governments. Numerous
reform attempts designed to improve performance
have included efforts to introduce market mechanisms
and profit incentives and thus dilute the party's
influence over economic decision making, but they
have achieved only limited success. At the national
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level, the party has continued to sct broader, overall
goals of cconomic policy and approve or amend
government-drawn plaas. It also has coatinued to
influence implementation of ccntral directives at the
local level through the selection of managers and the
presence of local party officials at the factorics.

Successive regimes have tried to remove the party
from microeconomic decision making through moves
that implicitly reduced the party’s power, but nonc
have ever explicitly called for the party to cedc its
cconomic contro! or reduce the influence of the
nomenklatura. Pricing reforms, expanded private
ownership rights, and deceatralized cconomic man-
agement have been cornerstones of almost all reform
programs, but weak lecadership commitment, burcau-
cratic opposition, and public unrest have thwarted
these carlier efforts - *

In recent years, pressured by growing public dissatis-
faction with its ability to improve the cconomy's poor
performance, the party has focused increasiugly on
cconomic strategy rather than detailed cconomic
policy making. Government commissions have taken
the lead in designing cconomic reform plans based on
party guidelines. These plans have then been debated )
within the party and government with the party
retaining the right to amend government-drawn plans.
This process, however, has been complicated by the
fact that most high-level government officials have
also been high party officials and, while inclined to
adhere closcly to party directives, have often circum-
vented or paid lipservice to directives when it has been
in their interest to do so



